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2. The situation in Iran presents widsnlng opportunities

to the Commnist organization thers, Soolal umrest is spreading

in the wake of natioﬂalm agitation ard of disruptlon of the

tyaditional structure of Tranisn lesdorship amd institutlons.

Gavernment promises of eerly prosperity following aviction of the

Britiaﬁ 0i1 Compeny have not been fuifilied., On the comtrary,

the insbility of Tran to dispess of its oil have sontributed to

a worsening of esonamic conditions, The yesulting populer bevilder-

men® and frustration have imereased reasptivity to Commnist prop-

aganda end agitation. The Covermmerdt’s buipetery difficulties

ap @ result of the loss of oil rewermo have led $o eurrency iaflation,

almost complste eurtailment of publie works, and fears that Iran's

nilitary forces and efvil sduinistration mey soon face demorslising
 roductions in size and pay. Msawwhilse, neticralist politieans,

in thelr vanity and gclfishness, show 11ttle undevetanding of the

2rus nature of the Cormmnist threst and are wulmerable to Communiat

efforts to infiltrate the netionalist mowement,

3. T4 is now sgtirmated that Commwnist forces will probebly
not gain eontyol of the Iranian Government duripg 1953. Yeverthe-
legs the Iranian situation gontains very grent elements of inatsbility
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and there is a contiming dangar» of serdous Commmist Infiltration
of the Natlonal Fromt amd the Govermmemt ureauasrscy., It is
clear that the United Kingdom no longer possesses the capability
x unilaterally to assure stability in the avea. Therefore if present
trends cortioue unchecked, Tran could be effectively lost to ths
free worid before an actual Cummﬁnint take-over of the Iranian
Govermrent. Fallure to arrest presext tremis in Iren iavolves
g a serfous riok to the patfonal esourity of the United States.
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2, Present trends in Iran are unfavorable to the mainten-
ance of control by a non-commmnist regire for any extended

- perdod of time, In wreating the politiecnl initiative from .

the Shah, the lendlords, and other treditionnl holders of
power, the llational Front politicians now in power have at
least temporarily eliminated all orpanized compotition save
thot of the Cormmnist left, leamvhile, the a_ility of the
National Front to maintain eontrol of the situntion indefinitely
is uncertain. lationnlist failure to restore the oil industry
to cperation has led to exhaustion of the government's finaneial
reserves and a resort to contimuing ’deficit finaneing to meet
current expenses and is likely to produce a progressive @eterior—
ation of the esonomy at large. At the same time, the politscal
upheaval which brought the nationalists to power las heigrtened
populor desire for economic and soclal bstterment and has
inereased social unrest.

3. It 1s now estimated that the commmists will not gain
control of Iran during 1953, levertheless, the Iranian situation
containg very great elements of instability, Any US nolicy
regarding Iran must aoco~dingly teke into account the danger
that the commnists nﬁght be cnabled to gain the ascendency
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- as a result of such poasibilitieg as a struggle for power in
the nationalist leadership, more leffectiva commnist infil-
tration of the govermment thon now ap.lears probable, goverament
failure to take proper steps to paintain the security foroes
and repress commmnist activity, or a major crop failure, It
mst also be borne in mind that the comtimuation of unfavor-
able trends within Iran or a deterioration of US-Iranisn relations
might effectively eliminate any opportunity to prevent Irants

W Joss to the free world well before an actual commnist toke-
over of the Iranian governmemt took place,
3a, Failure to arrcat pregent trends in Iran involves
a sericus risk to the national security of the United States.
Tt 4 olear that the UK mo longer possesses the capability und-

- laterally to assure stability in the area.
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